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According to preliminary estimates by the private sector, economic growth in the Dominican
Republic remained moderate in 1994. At the same time, inflation jumped substantially, fed by a
50% hike in the fiscal deficit last year. As a result, President Joaquin Balaguer's administration has
announced new austerity measures to cut the deficit this year and lower the consumer price index
(CPI). In mid-December, the National Council of Businessmen (Consejo Nacional de Hombres de
Empresa, CNHE) released its preliminary estimates on the performance of the Dominican economy
in 1994.
According to the CNHE, the GDP only expanded by a modest 3.2% last year, up from about 3%
growth that the CNHE had reported for 1993, and still substantially below the robust 7% growth that
the economy experienced in 1992. (The CNHE's estimates differ markedly from the UN's Economic
Commission on Latin America and the Caribbean, which calculates that the GDP grew by 2% in
1993 and more than 4% in 1994, see NotiSur, 03/31/94 and 01/05/95.) The CNHE says that growth
remained moderate last year in large part because of insufficient government efforts to promote
exports. Indeed, the country's trade deficit is still the highest in the Caribbean and one of the highest
in Latin America (see NotiSur, 09/15/94).
In addition, the CNHE says exorbitant domestic interest rates greatly contributed to the economy's
sluggish performance. Interest rates on loans averaged about 32% last year, according to the CNHE.
The high interest rates reflected a huge jump in inflation in 1994. The CPI reached 13% last year,
up from just 2.8% in 1993, according to the CNHE's estimates. A 50% increase in the fiscal deficit
largely accounts for the inflationary spiral. The deficit rose from US$73 million in 1993 to US$109
million in 1994, in part because of a decline in tax income, combined with government reluctance to
cut government subsidies and social spending. Consequently, the government has announced strict
austerity measures this year to cut the deficit in 1995 and bring inflation down substantially.
Among other things, the Balaguer administration says that all state subsidies for consumer goods
will be completely eliminated this year, including government price supports for bottled gas used
for cooking, which have provided an economic mainstay for most households in recent years. In
addition, the government plans a broad tax reform to tighten collection procedures and crack down
on tax evasion. The reform will be financed in large part by a US$2 million donation from the InterAmerican Development Bank (see NotiSur, 12/01/94). The planned austerity measures, however,
are bound to generate clashes with unions and popular organizations this year. In fact, the country's
transportation workers unions have announced a two-day general strike for Jan. 16 and 17 to protest
the cut in government subsidies and to demand across- the-board wage hikes for workers. Other
labor groups have expressed support for the strike and are now considering their participation.
(Sources: Notimex, 12/16/94; Agence France- Presse, 12/06/94 12/13/94, 01/03/95, 01/06/95, 01/07/95)
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